
The Honorable Joseph 1. Lieberman
Page 9

licenses.. The time it will take for digital COIlSlDller devices to reach significant
penettanon, however, is a major l.IlIcnmm.

Is .\-b". Sajire's estimate ofa potential value of5500 billion a plausible one, given the
auction process that would be phased in aver a number ofyeQTS?

In his March 16, 1995 New Ygrk Tina essay, William Satire said "Based
only on cum:nt uses, which are primitive, the nwket value of the vm:, UHF,
cellular, broadband and ll8I'l"OWbn1 spcarum nmses ara.md 5120 billim"
Satire also noted that in the funR, the tMS of the brtwbIst spcarum will
~~ will its value, "I've seen not·for-Ciluion estimates that the
market value of the digitized spectrum in that onrushing era will be - hold
your breath - a half-trillion dollars, give or take a htmdred billim"

The estimates the FCC has JXc::saud are conservative, and ba.1ed on what is
true in the bn»dcast ItB'ket today, bod1 in terms of services and nwbt forces.
It is highly unlikely that the capital rnftds am or will'-pd forth a half-trillion
dollars on whal are now speculative services with equally speculative demand.
It is worth noting, however, that esiy estimates of demD1 in the cellular
market were very~ with projections of1Dicr 1 million subsaibers
by the year 2000. The amu subsaibcnhip level has grown to over 25
millim The value per pop ha also risen chmItically, tian 510 in April,
1984 to 5242 in JIIBBY, 1995. Tha'e is 00 re&U1 to believe that the new
services offered l.5ing digital bn»dcast technology will not do ~ well as or
better than this.

Therefore, \\bile we believe a pmlic u:tion held today would not R'8Ch the
5500 billion etltinae, it is possible thIt prMre mDet valuations in the future
might lead to fipes clOla'to Mo. Safire's cstimIre.

What fJt*flid dDa~ of tJw sp«1IVI'I this additionol MGJI ht:Ne for
deve/~t:f... tIIeJrnolog;a and industries and 1It'W e11f'/oyment compand to
utilizatiolf."" Ip«'tIVnjOr television services?

fstj" ".job aeIdon iom ha'etofcn lftieveloped services and tcd1nololie5
is a _ 1hIt is more difficult thm pedidina the value of spectnm A.lthouab
we carutOt mike esrinwres ofjob or iJdaIIrial FM1h with any dep of
eatainty, the Conmission does fully~ the adoptim of policies m.
encolnF the aeIdon of new services Dl jots throoF~
expMISion of services and~@
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Question no.

The pending legislation would permit the additional television use of the speCtnlm with
no recovery to the government. buJ does appear to allow the tcapayers to recover
some type ofannual fee or rent based on what the FCC estimates might be its
estimared market value to the extent the spectnIm is allocated by broadcasters for
supplemental mn-teJevi.sion services. ken't there serious problems in the ability of
the government to recover such alee ifonly estil'fDes afvalue can be ma:Je and no
actual market auction or other octuaJ rrratkIt distribution .system is created? What is
the best way to ensure that the taJr:pt1)Ie1'.s receive the fuJI value ofthe spectrum?

The best thing foc the economy, Rl therefore foc taxpayers, is to~ the
NTSC spectrUm by a rapid and sure trmsition and permit broadcasting to move
to a digital broadcast standard.

Spectrum is a aitica1 and valuable nabn1 RSOUI'Ce owned by the public.
While the revenue that was collcetal ftom the PeS auetims was an in1xJrtant
benefit foc taxpayerS, the lDlSt~ benefit was .. the spedI'Um was
assigned to those who denmsaaced their wilfu1&ness to invest in utilizing this
scarce resource. The result of this efficient l1Bicet-blsed spedI'Um assignment
approach is that tens of billims of dollars of additional investment will be
made and close to a million jobs will be~~ the PeS opcratm provide
competition in land-line and cellula' telephony, lowering prices and inaeasing
quality of service.

rvtoving the broadcast indlBtry to digital tla&i4ssion M quicldy ~ possible is
aitica1 to our economy becaI. it Id mIy will allow • ~ indlBtry to
offer improved services to COOSUIDCI'S, bll beta¥ it will allow us to tiee up
large amomts of oontiaucus t*ionwide specttUm tha can SIU' additional jobs,
investnW:i1l, axt.,etitim md u:tion rmDIC. fWaa. the NI'SC analog
brceA. _.Wd lad 1be teIevisim rcccivcrs m. ra:eive this analog sip!
WIle" 0pd <Mr SO yaa sao, a silPficmt amowl of specttUm is~
8r I , •• ' 5 today bne 0Vf!I 400 MHz assi..,ei to than, but becaI. of
a at mftd forces, (11 aveJ.'8Ie ooly 80 MHz is used per maket
In tbI tap 8IOIDI 120 MHz is tBed. Diaital brcedcasting will allow
mudt IDL'ft dcied Rl iJansive U!Ie of this spectrum. Digital statiem can be
slotted in between the existina NTSC staons with minimal imerf'aellce during
a tnnition period _ would allow fer 1be~ of1be scrvica
desaibed above. These dilJital m.-•• slots wwld be of limited value for
other users becaI. they are not auiaucus, there would be no axmnon
nationwide c1wlne1s, Rl their \lie would be resttietai by the need to avoid
interference with NI'SC analog television sets. When the transition to digital is
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COft1)lded, however, and the analog NTSC stations are turned off: we will be
able to recover signifial'lt amomts of contiguous. cormnon channel spectrum
nationwide. If repacking is requin:d (something many~ object to,
but which is necessary to create the maximum all'1OlItt ofconti~ spectrum)
around 150 MHZ of prime spectrum may be recapcured. 1be exact amount will
be determined by power, interference, and transmitter location roles. This
spectrwn can be auctioned off to aeBIe a new gaaa~on of wireless services
with all the attendant investlilent, job aation and competition that results from
efficient spectrwn use.

Theref<re, speeding the tnnitiCll to dilital televisiCll~ is in the
public interest because it will he up a siFifi<31l annu of spectrum and
create a whole new geraaation ofbroedr:ast and other services.

In speeding this transition to the diattal • a m&jcr policy pi must be to
ensure that consumcI' expeme and disloaltion is~ 1bere ft over 34
million television households dB rely 00 ovcr-the-air signals fa' their
television service. These households nut either buy a digital televisiCll a' a
converta' box a' transitiCll to one of the ocha'vi~ providers
such • cable, DBS, video dial tone, MMDS, a'~. The Conmissioo's
current plan is to allow fa' a IS y_ tnmsitiCll bef(ft -'og stations would be
required to ceMe tlalSlrJissiCll. It would be in everyone's best inte:n:st to
identify ways to speed this tnDitiCIl and the ConmissiCll wmmly is
evaluating optioos to achieve this pl.

The second issue M nut be dbsIed • I*t of the tr-.sitioo to digital
~ is~ aDItiUcs fair trM" .. fix' l:Jn..trastcrs who R
opa.mg today's'" _om. The~ ajority ofthae broIdcattas
bou8ftt their stations and the ri,- to lIIe the spedI'UID in p;v.e ttansaetions
whcIe they paid fair mRd value. They bauP bse samons with an
CXI*'-=>' of l'CDIWIllIId dus it waaId sean wUair to ask them to stu dawn
tb* - ...... some bwe elite wibU providina them some form of"0' 'm" The ConmissiCll's amD plan is to"~" them with
tile • IS .. fir 1be digitallic.cnsc. Some have asked, however, if this
014 'j-m sboWd be~ or in-kind widl some ocha' spedI'UID pit.

Pending SenIre lqisllriCll dieMS tbeIe qucstims by providina adl
broedcaster a dipal~ liame IIId atkina them to pay a fee t.ed CIl
the percml of time they offer sub!Ia'ipciCIl services. Yau aft axrec:t m. there
are serious problems with this piqael Any praposaI dB relies on a fee tied
to use 11M all the theoreUca1 and administrZve drawt.:ks of a~on
tax. It distorts use and stifles~ and it requires the FCC to be

(!jJ
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highly active in constantlynmitoring, allocating and auditing the relative uses
of spedrUm. This additional oversight would require increased resources at the
FCC and run the risk of miaomanaging a new industry. These problems are
significantly miI'Ced by using a flat spectrum fee but even this proposal. as
you point out, forces the FCC to determine the appropriate fees for spectrUm
without having an appropriate marlcet valuation.

There are many options for addressing these issues and the way in which the
transition from NI'SC to ATV is~ ead1 of which seeks to meet
different policy objectives. Some of these options are within the Commission's
stalUUXy audxrity, but othas are oot The ConD1issian welcomes the
oppmunity md flexibility to expkxe 1hese options fiJIly at to find a solution
that rnaximi= public and private ba1dit.

Questioa Four

As we understand it, brtJot:b:mers' legal riglc to the spectnIm en limited to licenses
for analog brtJot:b:m ofover-the4ir jm television #1'Vica on the portion 0/the
spect11Im they are aJloct1ted in the licmJe "'"octuol/y utilize. Do IJroadraften have
any legal rights to use ofthe sp«trvn beyond dw limits in dwit' CfI'mfIlicenses? Do
they have rights to offer services other than the over-the4irfree television services
aJIOMled in their licenses. such as the supplentD*ll servict!s di.scu.ued in quation 2?

Television tmIfkasttn aft licmsed to poovide analoa over-the-air television
service on their lia:nsed spedMD, N 1his seIVic::e need IMlt be "free."
Licensees may provide analoa teleYisim service 00 a sublaiption '-is,
provided M 1hcy ..ma FCC-8J1'l'Md encoding equipn_ nt notify the
FCC at least 30 days in adYmce of the CQlII11D1CCI!ICd of subsaiption service.
Television~ may offer additiCDI1 services 00 the vertical blmking
interval (VBI) in the video pxtim of d1eir NTSC sip( nt on ani
SIb• ria ill die ado pxtim of 1beir NTSC sip!. Ex8Iq)lea of such
sen'rR iD die VBI incJude 1e1dt:x1, .... ani mwRp, closed captioning,... -U. and bulk .. discriblli<n

T*'iIiaD bicwII. li<:crMes may abo n1Ike use of subc:ariers in the ani
pxtim of1be si.... See 47 USC Sees. 13.66S, 13.667, at 13.669.
Licensees may use dulricrs fer staeo scxmd. u...iMim of signals relating
to the opallim ofTV aiam <c.a. reIayina bImdc. D*I'ials to ocher
stations), trmmUsim ofpilot (X' ca80l sipls to enbmce the gj,on's
proaram service <u.~ CXIiIOI, pIOIIlIl1 a1cItina or identificCm), or
subsidiary COiII1:uUeations services such &I fimctimII nuic (u.,~
music in elevators), fm:ign~ popm, radio reading servia:s, utility
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load.~ financial data, paging, and point-t~int or point-ur
mulnpoll1t messages.

With the NTSC standard. there is not much capacity left for ancillary services
to be provided. 'With the advent of a digital standard. broadcasters \\;11 be
much better able to use the spectnJm in an efficient manner and develop
ancillary services to a greater dqree.

QuestioD Flve

Are broodcawers able to provide both an analog and digital signal on their CUI'7"e7fI

spectrum?

Television brcJe(kastm are aJmd1y not permitted to provide a digital video
signal. They provide an analog video sip!,~ may p-ovide eenain digital
services on the VBI or aural subcan'iers. Even if they~ permitted to
broadcast digital "in bRf' with -.10& the amnt ted1hOlogy only supports
less than 1~ with 1-2 M'PS pahIps possible. As a pod of refermce,
this capecity is sufficient for only one poor n:solwon video propn.

To what extent have the broodcawers made, or will they TntJIrR, investments to develop
digital television?

a- ' • 1 .im haw been using liICW.,rcsscd digital rec«ding ftr years
and _ ....millions on COII4*CIICd di" editina equipmI:nt • they
ira II'"upIJIde existins ecPP1- tom analog to digital both to take
~...of thehi"cplity of digital equipmI:nt Di to prepR ftr a new
advanced television st8ndIrd.

What additional costs could the~ exp«:t to ""* to~ digital
b1"fXltica.mng?

The 1992 Advisory Committee on Advtn:ed Television Service (ACATS)

CY



The Honorable Joseph I. Liebenuan
Page 14

estirDres of the <nUS of conversion from analog to a HDTV digital signal are
betMen SI.3 to S1.6 million per station for a "start-up" station (no HDTV or
digital local origination capebilities - just pas through of HDTV or digital
sisnaIs and conversion of analog to digital). lhe Advisory Committee has
estimated the cost of a tramitional studio (allowing some origination of digital
HOlY) at approximarely $2.2 millioo per station. It is relevant to note that the
cost of simply upsrading from. analoa to di~ fcqoing the High Definition
capabilities, is estimated at only $260,000 less thm the full HDTV conversion.
due to the fact~ JmCh of the eqWJ41m, including b.LVDi~ n-.lSmission
line and antenI1IC, are the same for both _Jdard definitioo digital and high
definition television. There _ C\ITCdly 1,527 aJID'IJacial and non
commc:rcial television stltions for am _awed in4&Itty tota1 ofSl.99 to $2.44
billion for p&SS-throuF facilities or $3.36 billim far tnnitional studies. This
number would be hip far a COIq)lcte cormnion of all studio c:ameras and
equipment,~ we do not~ estimIBs of those QOSIS • this time.
Since these expenses would be inamed over time aacss the tnnitim. ImICh
of these expcnditlftS wcuJd be inamed through ramal studio and equipment
upgrades. As menlicnd slier, mat)' stBticn, c:specia1ly those owned by
netWOrks and lrqe pip owners, haYe aItady bep to irx.w these costs as
part of their routine uppie and repIDma1t schedules. Ftather, if stltions
are subject to siJDllcasting requiremIm, 1bey will also incw the costs of
powering and maintaining two sets of equipment for some period of time.

Will the cun-enJ and odtItionaJ 6 MHz eJqJ«'ted to be olloet*d to the~ be
pe,.",anent orfor a limited time period to allow ./Or the trenitiorI to t:Jtiw:JI'ad digitDl
television? If the aJIOCQ/ion is.far a 1imit«J time pmod. what time pmod is being
consideed and~?

1be Uy 0""""~povidiDa am ef!icied md etrective canvasion to
AdL n • TdevisiaD is the let..... of the amd Nl'SC spectrum.
.... 2 I)' by pIw.... for reaMIY of CCldi.... a.l-to<ca blocks. As
1*'" ty~ 1bis aut be dme in a way _ JXOtecIS both CClnSUIl1C!I' and
hr..' $ iw ."we in analoa 'IV to the 1Wlest exICD p8b1e. The cwrenl
prqJl'IIII recPres bnMWII'S to Mttilda the 6 MHz ofN1SC spedrUm 1bey
a.m:ndy occupy • the end ofa 15 ye. 1IIIIIitim period, leavina them with a
6 MHz A'IV cJw.ael. The bawition pmod will beIiD (Xl the _ of the dB
an HDIV standIrd is set cr the dille am aI1oIn:Iem of spedrUm far licenses is
adr1*d The 15 y_ time tame W8S dDcn in order to preserve cxnRIIJa'
investment in a.mrt analoa equipmled (the ave:rIF life of a televisim today
is approxm.ely 10 yem), to give consumers a reMOnIbIe amount of time to
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up'" and to allow~ sufficient time to raise the capital necessary
for a full conversion to digital HDlV. The Commission plans to seek
comment on \\'hether, given rapid advancement in teehnologies, the transition
period should be shortened.

Some intereSted parties in the Commission's AlV proceeding have questioned
whether the U.S. Suptdue Court's decision in Ashtp;kcr Radio COG" x. fCC.
326 U.S. 327 (1945), would permit the Commission to assign an additional 6
MHz channel (to be l.&:d fer advmced television) to each existing television
broadcaster.S In their view, additional brf:wt..... spearum should be made
available for application by any inta'rsted~.

After the transition time period elt:1psa, will the spectrvm be subject to auction?

The recovered spectrum should be auctioned.

Sfn &H-rks: the Qut held tt. the Conmission n-.y not ... one of t\'W) bonafide
mutually exclusive appliamcns witDU a hamna on the merits ofboth applications. The courts
have not sqwRly adcftssed~ this tddiDa limits the Commissim, in determining
eligibility~ in the conrext of a spearum alloc3im proceeding, from restricting
eligibility to a defined class. The Commissim is am"dJtly studying this issue.
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